
In the second installment of their small business development series, Victor Krahn and Mark Cabaj continue to take a

hard look at the performance of community-based programs to determine if and how they can be improved. The first

installment (see Making Waves, Vol. 8, No. 4, Winter 1997) focused on small business training programs. This time

they turn their attention to the proliferating number of small business consultants, one of three pillars in small business

development programming (the other two being capital and training). How can these organizations improve their work

so that participating businesses prosper after their launch?

ADDING VALUE IN

MICROENTERPRISE

BUSINESS CONSULTING

AN IMPORTANT QUESTION

The field of business consultancy has

grown rapidly over the last few years.

There was an estimated 20,000 manage-

ment consultants in Canada in 1995 who

generated anywhere from $2.3 billion to

$3 billion in revenues a year.1 The field is

expected to grow approximately 10% an-

nually until it reaches an estimated $5

billion in the year 2001. It is - and will

continue to be - the fastest growing seg-

ment of the country’s service sector.

Small business consultancy represents

a big chunk of this pie. There are an

estimated 2.5 million self-employed indi-

viduals in Canada and this number grows

every year (the number jumped another

12% from 1996-1997 in fact).2 And since

the majority of all businesses fail be-

cause of poor management, many of

them could do with some good old busi-

ness expertise.

Unfortunately, this is the area where

our small business development pro-

grams receive by far the weakest grades.

Less than two-thirds of 1,000 surveyed

participants of the federally-sponsored

Self-Employment Assistance program

(probably the country’s largest self-em-

ployment program) were pleased or satis-

fied with their business assistance.3

The strong demand for such assis-

tance coupled with our less-than-satisfac-

tory response requires that we answer a

simple question: How do we “add value,”

if at all, to our clients’ small businesses?

THIS AIN’T KANSAS, DOROTHY ...

This is a good question to ask at the

beginning of any seminar with staff of

small business development organiza-

tions. It forces business advisors around

the table to think hard about their job and

suitability for it.

And while the answers tend to vary

widely, a large percentage respond with

the following: “We’ll help them with a

few tips, you know, go through ownership

options, how to make cold calls, things

like that.”

A few tips, however, is not what a busi-

ness owner needs. S/he can get that from

friends sitting around the coffee table or

reading a book. In fact more than half of

all entrepreneurs in the Ontario study

turned first to publications for business

information and tips. Less than 6% ap-
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I
t’s Friday night and we are sitting around after supper. All of a sudden the

phone rings. It’s a call from one of Victor’s clients, whose business is selling

manufacturing equipment to medium-sized plants. He has been working with

him for the last two years.

The client is upset. His one and only supplier has just reneged on a promise to

provide a full distributorship which would provide him 20-40% margins on his sales.

He is certain that he is going to lose his business. As a business advisor, what can one

do to help him get out of this mess, get on his feet, and grow the business again?
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proached consultants.4 By the time a

small business owner picks up the phone

to call an advisor, s/he wants something

more substantial.

Where this perspective on small busi-

ness consulting comes from is unclear. We

suspect, however, that is rooted in a belief

that small business consulting is a lot like

big business consulting, with the advan-

tage that perhaps the client (the fledgling

entrepreneur) is far less discerning and

demanding.

This thinking is, of course, mistaken.

Consulting to small business is in some

ways far more challenging than consulting

to medium-sized and large enterprises.

Here’s why. The majority of large enter-

prises tend to use consultants either as a

cost-saving measure 5 or to deal with a well-

defined technical problem.6 In any case,

while there is usually a clear need for con-

sultants’ expertise, the immediate survival

of the large enterprise rarely depends on it.

Small business owners, on the other

hand, tend to call with significant issues

that need quick resolution. Poor sales or

financial management mean paying the

mortgage this month will be difficult. The

bank is calling in a loan, will not extend a

letterofcredit, or refusesan expansionloan.

A major buyer goes out of business or leaves

town. All threaten the venture’s immediate

growth prospects, and in some cases the

very survival of the business.

Perhaps as important is that once ad-

vice is given, small business owners are far

more likely to act on it. Decisions in me-

dium to large enterprises are often

dragged through endless meetings and

often simply get lost in the shuffle. The

phenomenon of the consultants’ report

gathering dust on the shelf is well known.

Not so for small enterprise-owners. By

the time it takes to complete a phone call,

meet for breakfast or slug it out over a

table until 11 pm, they are already think-

ing about implementation. And if the de-

liberations get on paper at all, its likely on

the back of an envelope or table napkin.

Finally - and this cannot be stressed

enough - the relationship between con-

sultants and small business owners is un-

avoidably up close and personal. No large

and faceless organization here. When the

client succeeds, the advisor feel good;

when they don’t, s/he loses sleep.

These differences, which are admit-

tedly overstated to make a point, high-

light a simple fact - small business

consulting is anything but sitting in a

chair with one’s feet up, dispensing wis-

dom to novice entrepreneurs. It is about

rolling up your sleeves to work with peo-

ple whose business and ultimately family

livelihood depends on resolving concrete

business and personal issues.

Not everyone is suited for this type of

work (particularly one of the authors). In

response to the good-natured ribbing of

several colleagues who consult for large or

medium companies, for instance, Victor

offered to pay them to work with the

aforementioned client who had lost his

supplier and an additional four other cli-

ents. They would also be held responsible

for the results. No one took up the offer.

IMPROVING PERFORMANCE

How then can we build on this better

understanding of small business consult-

ing and identify the true “value-added”

of our work to our clients? Here’s a couple

of thoughts for would-be advisors and pro-

gram designers.

The most obvious one first: we must

bring real practical business experience to

the table. The critique of the MBA school

approach to business is now quite old (all

theory and analysis, no action). While this

is most certainly exaggerated, it does un-

derscore the need to have walked the talk

before we start dictating “dos” and

“don’ts” to clients. They won’t (and

shouldn’t) take advisors seriously unless

they have.

Having advisors who work on their

own business while assisting clients is

also a good idea. Not only does it mean

that they have a feel for the day-to-day

realities of the local economy, it also pro-

vides them with a list of working contacts

to draw upon as the need arises. (Our

previous article on self-employment

training, for example, cites the instance

of a craft business which was able to ex-

pand thanks to an advisor who linked him

up with a personal colleague, a large dis-

tributor in the field.)

And contrary perhaps to popular be-

lief, an advisor’s business history need not

be flawless. (Whose is?) One of Canada’s

leading small business organizations, for

example,7 actively seeks advisors that

have at least one business failure in their

past, an experience which, in the organi-

zation’s estimation, gives the advisor

added sensitivity to the clients’ need to

succeed. The results of that organiza-

tion’s assisted businesses and feedback

speak for themselves.

Experience, however, is not enough. It

is absolutely necessary that an advisor be

the type of person that gets a kick out of

helping someone else to succeed. It is this

desire that drives him/her to stick with a

Small business consulting

is anything but ... dispens-

ing wisdom to novice

entrepreneurs. It is about

rolling up your sleeves to

work with people whose

business & ultimately

family livelihood depends

on resolving concrete

business & personal issues.
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client during tough times and goes miles

to instill in the client the confidence that

he/she can count on you in the long run,

a priceless commitment in the sometimes

lonely world of small business.

Finally, an advisor can add tremendous

value to their clients by acting as a per-

sonal coach. As noted in the last article, it

is the “entrepreneur” behind the enter-

prise - the person who sees the opportu-

nities and has the drive, stamina, and

patience to pursue them - that ultimately

determines whether a business succeeds.

While some argue (Peter Drucker for

instance) that the somewhat mechanical

exercise of identifying opportunities can

be “taught,” the desire to succeed and to

continually push oneself cannot. This

must come from within and can be at best

“cultivated” and “encouraged” from

those around the person.

This is particularly true in the field of

CED where many clients have just been

laid off or have been out of work for some

time. Their spirits are low and confidence

is often a bit shakey. Helping them set

realistic business objectives, arguing ve-

hemently when they are not pushing hard

enough, laughing when times get grim -

all that can go a long way.

Hands-on experience, a drive to help,

and a willingness to act as a personal coach:

these appear to be the pre-conditions to

successful small business consulting.

YEAH, BUT ...

These observations are unlikely to escape

some sharp criticism from those in the

field.

Program administrators will argue that

the majority of programs operating in the

nonprofit sector are unable to recruit and

keep such people. The payscale in the

CED sector is modest at best. And many

organizations feel very uncomfortable al-

lowing advisors to operate their own ven-

tures while working with clients.

Business advisors that already exhibit

these traits will demand more specific

strategies and techniques to help their

clients. “We already are qualified general

contractors”, they will say, “tell us how to

build a better house!“

Both criticisms are valid. These obser-

vations and recommendations may not

enable many advisors to assist their cli-

ents better. Yet they still present a serious

challenge to the capacity of many organi-

zations.

We have come across this frustrating

dichotomy - the need for advice on “best

practice” and the limited capacity of com-

munity-based organizations to support it

in many of the small business programs

we have seen. We plan to look at this more

closely in the last article in this series for

the simple reason that. In the meantime,

there is work to do.

CONCLUSIONS

This year, thousands of self-employed

Canadians will go out of business and

thousands more will register a new one.

This means work for even more business

consultants.

A good number of those new business

owners will call these new consultants on

a Friday night and will get one of two

responses: a few tips, or an offer to get

together for a coffee with one of the advi-

sor’s old friends who had a similar prob-

lem a few years early.

Now those tips could well be valuable,

and that conversation over coffee could

be a waste of time. But if you had to (and

our clients do), where would you put your

money?�
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VICTOR KRAHN and MARK CABAJ base their thoughts on their own first-hand expe-

riences as well as other North American CED initiatives they have learned about

through evaluations, articles, and conversations. They make no claim to be authorities

on the subject. They are merely interested practitioners who are keen on making the

field of small business development as effective and as efficient as possible.

Victor is the owner/manager of Enterprise Excellence Corporation in Waterloo,

Ontario. Reach him at (tel) 519-888-6072, (e-mail) vick@sentex.net. A staff member

of the Community Opportunities Development Association (CODA) in Cambridge,

Ontario, Mark is a principal in Opportunities 2000, a major initiative on CODA’s part

against regional poverty. He’s at (tel) 519-623-9380, (e-mail) mcabaj@bond.net.

The next article in the series will look at the North American experience in provid-

ing credit and equity for small businesses. The fourth and final installment will make

some recommendations on the basis of what has learned over the last decade about

building better, more sustainable programs for the growing number of people who are

turning to self-employment for their livelihood
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